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REVIEW OF 1952 FORECASTS 
} OR several years it has been our custom to devote one of our mid-year 





Trends Bulletins to a review (and some revision) of our annual January 

forecasts. This bulletin will list our 1952 forecasts, and briefly discuss 
the outlook for the remainder of 1952. The quotations from the January Trends 
Bulletin are shown in red. 


The outlook tor 1952 is for a continued drop in 
REAL ESTATE ACTIVITY the number of sales, but the average level will 

remain above normal. This will be true inmost 
m...vpolitan areas, and particularly true in the so-called defense areas. 


Our national real estate activity index is now 27.6 points above the long-range 
computed normal. This is the lowest it has been since late 1949 - almost three 
years ago. A look at the chart on page 280 shows that real estate activity moved 
upward smartly during the first quarter. Since March, however, it has dropped 
more than 10 points. 


There is little doubt that all of the premature talk regarding the relaxation 
of Regulation X had a dampening effect on sales. It is natural that many buyers 
would wait to see if the new regulations would help them. Some improvement 
should be expected during the next few months. This will not be because the new 
regulations are of any great help but because the “wait-and-see” period is over 
and buyers now know their maximum terms. This recovery period should start at 
once and will last for a short while. It will not be much of a recovery, and 
the trend of real estate activity will continue sideways and down. 


The first part of 1952 will be better than the 
MORTGAGE ACTIVITY middle part of 1951, but by the end of this year, 

mortgage activity will again be in a downward 
trend. Financing will, naturally, be somewhat brisker in defense areas. 


So far in 1952, mortgage activity has been somewhat better than during mid- 
1951. A slight decline has set in, however, and the remainder of 1952 should see 
a slow drop. The over-all volume for the year will be quite satisfactory in most 
sections of the country. As is the case in real estate activity, we do not expect 
a sudden collapse. We expect the changes to be gradual, but in the wrong direction. 
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(cont. from page 279) 
Our guess is between 770, 000 and 825, 000 [new 
RESIDENTIAL nonfarm dwelling units in 1952]. Big issues: 
CONST RUCTION copper shortages; credit controls: more pres- 
sure for lower down payments; buyer’s market: 
fewer homes will be bought - more will have to be sold! 


It certainly seems as if we have undershot the mark on the total number of 
starts. For the first 5 months of this year, almost 455, 000 starts have been 
made. If this rate continues, the total for the year will hit 1, 000, 000 for the 
fourth straight year. This big increase over the number the government said it 
would allow (600, 000 - 850,000 units) has been made possible by the reduced 
rate at which critical metals are being used by the defense program; less for de- 
fense, more for construction. Our other comments regarding shortages, credit 
controls, down payments and a buyer’s market have proved to be far more ac- 
curate than our guess on the total number of units. 


rhe main basis for home construction - new family formation - will continue 
in its downward trend for several more years, and we are not going to be able 
to support a demand for a million homes over an indefinite period. By 1955 or 


1956 we expect the number of new starts to be running approximately 500, 000 
per year 


its trend [the foreclosure rate} will probably 
FORECLOSURES be slowly upward, and a sharp recession, or 
drop in value, could move it up rapidly. 


The foreclosure rate is just about where it was this time a year ago. It won’t 
do anything startling during the remainder of the year. Any dangerous reaction 
of this index is probably two or three years away. 


Without going into a long academic discussion, 
INTEREST RATES we will simply guess that the rate on conven- 


tional mortgages will creep up slowly during the 
first part of 1952. 


The average mortgage interest rate in St. Louis in January 1952 was 5. 28%. 
The latest figures (see chart on page 279) show an April reading of 5.33%. In 
Manhattan the rate rose from 4.97% in January to 5.01% in April. These figures 
are based on the recorded rates of loans, and will lag the actual loan date by sev- 
eral weeks. For this reason, the interest rates on loans that are being made in 
June will probably not show up in our index until August or September. 


The slow rise in rents during the past few years 
RENTS will probably not accelerate in the next several 
months. This is an election year, and Congress 
is likely to lean more toward strengthening rent controls than weakening them. 














During the first 5 months of this year the national residential rent index 
gained 1.8 points. This slow rise will continue. By now all of us know that 
rent controls are in the process of being extended once again. (As this bulletin 
goes to press, the House has voted to extend controls only through September 1952. 
The measure still has to get through the Senate. ) 


...Vvery little change - up in some sections of 
CONSTRUCTION COSTS the country, where labor and materials are 

(temporarily) short, and down in those sections 
where both are in good supply. 


So far, this is what has taken place. Construction costs have not changed 
appreciably. In some arezs they are slightly up and in others they are slightly 
down. No big change in either direction is expected for the remainder of 1952. 


...there is little reason for a general price 
BUILDING MATERIAL rise. Metal items: copper will continue tight - 
PRICES prices running toward black market. Alumi- 

num - supply will improve toward end of year. 
Steel - very little reason to expect delays because of lack of steel, but steel 
workers will win pay rises, which will lead to price increases. All other items 
in good supply, with steady or slightly lower prices. 


Because the defense program has bogged down, copper supply for civilian 
use has eased and prices are not so high as we thought they would be. The re- 
mainder of this forecast seems to be accurate, and we see no reason to revise 
it for the last half of the year. 


There will be plenty of lumber, and prices have 
LUMBER PRECES turned down. Chances are that they will contin- 


ue down rather than turn up during 1952. Retail 
yards should operate on a hand-to-mouth basis. 


This was a good guess in January and we think it will be a good guess in June. 


OFFICE BUILDING Any significant change in office building vacan- 
VACANCY cies is several years away. 


It still is. 


...all indications point toward still heavier bur- 
REAL ESTATE TAXES dens for 1952 and 1953. 


Probably nobody will disagree with that statement. 
Last year farm values increased in every State 


FARM VALUES PER ACRE in the Unionexcept Maine... While present high 
values may start to slip during 1952, a well- 
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chosen and well-managed farm will continue to be a good investment for many 
years to come. 


Farm land values are still moving up, but at a good deal slower rate. This 
year may see the beginning of a rather gradual downturn. We still have the same 
opinion regarding investments in farms. 


Like city real estate taxes, farm taxes seem 
FARM TAXES PER ACRE destinedto rise for at least the next year or two. 


The latest available figures indicate that this is still the outlook. The average 
tax per acre has risen 63% since the end of World War II, and 78% since 1943, 
the most recent low point. 


The charts on page 278 show the changes that 
REGULATION X have been made in down payment requirements 

on conventional and FHA loans and VA loans. 
The top line on each chart shows the down payments required under the October 12, 
1950, regulations. The second line shows the down payments required under the 
revised regulations of September 1951, while the third line shows the present 
down payments required. 


As can be seen, the September 1951 revision gave the most relief to loans on 
property costing less than $12,000, while the most recent revision gives the most 
help below $7, 000 and over $12, 000. 











